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INTRODUCED gi
( IE;B Iu BY REQ

A BILL FOR AN ACT ENTITLED: “AN ACT GENERALLY REVISING THE

' RETIREMENT BOARD

LAWS RELATING TO THE TEACHERS' RETIREMERT SYSTEM; CLARIFYING
THE DEFINITION OF "EARNED COMPENSATION" TO INCLUDE AMOUNTS
PAID (ONDER CAFETERIA PLANS; ALLOWING SUBSTITUTE TEACHERS TO
QUALIFY SUBSTITUTE SERVICE; CLARIFYING AND DEFINING THE
FIRST FULL YEAR'S TEACHING SALARY USED IN THE CALCULATION OF
CREDITABLE SERVICE; CLARIFYING THE CALCULATION OF SURVIVOR
BENEFITS; INCREASING THE MINOR CHILD BENEFIT FROM $100 TO
$200 A MONTH; AMENDING SECTIONS 19-4-101, 19-4-302,
19-4-401, 19-4-1001, AND 19-4-1002, MCA; AND PROVIDING AN

APPLICABILITY DATE AND AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 19-4-101, MCA, is amended to read:

*19-4-101. Definitions. As used inm this chapter,

unless the context clearly indicates otherwise, the
following definitions apply:
(1) "Accumulated contributions" means the sum of all

the amounts deducted from the compensation of a member or
paid by a member and credited to his individual account in

the annuity savings fund, together with interest. Regular
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interest shall be computed and allowed to provide a benefit
at the time of retirement.

(2) “Actuarial equivalent" means a benefit of equal
value when computed, with regular interest, on the basis of
the 1971 Group Annuity Mortality Table, with ages set back 4
years and an interest rate of 8% compounded annually.

{3) "Annuity" means the payments made to a beneficiary
for life which are derived from a member's accumulated
contributions.

{4) "Annuity reserve"” means the present value of all
payments to be made on account of a member's annuity
computed, with regular interest, on the basis of the
mortality tables adopted by the retirement board.

(5) (a) "Average final compensation" means the average
of the earned compensation of a member during the 3
consecutive years of full-time service which yield the
highest average and on which contributions have been made as
required by 19-4-602. If the earned compensation includes
any termination pay, the member shall select one of the
following opticns:

(i) wuse the total termination pay in the calculation
of the average final compensation. The member and the
employer shall pay awmer contributions to the retirement
system as are determined by the board to adequately

compensate the system for the additional retirement benefit.

-2- INTRODUCED BILL
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The contributions must be made at the time the termination

pay is received,

{ii) use a yearly amount of termination pay added to
each of the 3 consecutive years' salary used in the
calculation of the average final compensation, if the member
has 4 or more years of service with the employer from which
the termination pay was received. The amount of sasueh
compensation used in the <calculation of average final
compensation must be divided by the total number of years of
creditable service to determine a yearly amount. The member
and the employer must pay contributions on the termination
pay according to the rates provided for in 19-4-602{1) and
19-4-605(1).

(iii} exclude the termination pay from the average
final compensation, No contribution is reguired of either
the employer or member.

(b} For purposes of this subsection, termination pay
includes any form of termination pay or any lump-sum payment
for deferred compensation, sick leave, or accumulated
vacation credit, or any other payment for time not worked
other than compensation received while on sick leave or
authorized leave of absence.

{6) "Beneficiary" means a person in receipt of a
pension, annuity, retirement allowance, or other benefit

provided by the retirement system.
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{(7) “"Creditable service" is that service defined by
19-4-401.

{8) "Earned compensation” means the full compensation,
pay, of salary actually paid to a member and reported to the
retirement system, including amounts paid under a salary

reduction agreement te, a cafeteria plan, a tax sheltered

annuity er, a deferred compensation program, and the value
of any housing provided by the employer. The employer shall
fix the value of any housing provided, The term does not
include any other amounts paid in kind or fringe benefits
not actually paid to a member. The earned compensation of a
member who had less than 3 consecutive years of full-time
service during the 5 years preceding his retirement is the
compensation, pay, or salary which he would have earned had
his part-time service been full-time service. The earned
compensation of a wmember who is awarded a disability
retirement allowance prior to the completion of a full year
is the compensation, pay, or salary which he would have
received had he completed the full year, except that any
termination pay, as defined in subsection [5)(b), received
by the member is limited to the amount actually paid and is
not the amount he would have earned had he completed the
full vear.

{9) “Employer" means the state of Montana, the

trustees of a district, or any other agency or subdivision
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of the state which employs a person who is designated a
member of the retirement system.

(10) "Full-time service" means service which is
full-time and which extends over a normal academic year of
at least 9 months. With respect to those members employed by
the office of the superintendent of public instruction, any
other state agency or institution, or the office of a county
superintendent, "“full-time service" means service which is
full-time and which totals at least 9 months in any one
year.

(11) "Member" means a person who has an individual
account in the annuity savings fund. An active member is a
person included under the provisions of 19-4-302. An
inactive member is a perscn included under the provisions of
19-4-303.

(12) "Part-time service" means service which is less
than full-time or which totals less than 9 months in any one
year. Part-time service shall be credited in the proportion
that the actual time worked bears to full-time service,

(13) "Pension" means the payments made to a beneficiary
for life which are paid out of the pension accumulation
fund.

{14) "Pension reserve" means the present value of all
payments to be made on account of a pension computed, with

reqular interest, on the basis of the mortality tables
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adopted by the retirement board.

(15) "“Pricr service" means employment of the same

nature as service defined in subsection (20) of this section

but rendered before September 1, 1937.

(16) "Regular interest" means interest at 4% per annum

compounded annually or at such other rate as may be set by

the retirement board in accordance with 19-4-501(2).
(17) "Retirement allowance" means the annuity plus the

pension,

(18) "Retirement board" means the retirement system's

governing board provided for in 2-15-1010.

(19) "Retirement system" means the teachers' retirement
system of the state of Montana provided for in 19-4~-102,

(20) "Service" means the performance of such

lnstructional duties or related activities as would entitle

the person to active membership in the retirement system

under the provisions of 19-4-302."

Section 2. section 19-4-302, MCA, is amended to read:

"19-4-302. Active membership. (1) Unless otherwise

provided by this chapter, the following persons must be

active members of the retirement system, with the exception

that those persons who became eligible for membership on

September 1, 1937, or on September 1, 1939, and wha elected

not to become members under the provisions of the law at

that time are not required to be members:

-5 -
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{a} any person who 1is a teacher, principal, or
district superintendent as defined in 20-1-101:

{b) any person who is an administrative officer or a
member of the instructional or scientific staff of:

{i) a vocational-technical center; or

{ii) a unit of the Montana university system and who
has not elected to participate in the optional retirement
program under Title 19, chapter 21;

(c) any person employed as a speech theraplst, school
nurse, or school psychologist or in an instructional
services capacity by the office of the superintendent of
public instruction, the office of a county superintendent, a
special education cooperative, a public institution of the
state of Montana, the Montana state school for the deaf and
blind, or a school district;

(d) any person who is an administrative officer or a
member of the instructional staff of the board of public
education;

(e) any person who has elected not to become a member
of the retirement system and is reentering service in a
capacity prescribed by (a), (b), {(c), or {(d) of this
subsection (1);

{f} any person who has elected not to become a member
of the retirement system, who has been continuously employed

in a capacity prescribed by {a), (b}, (c), or (d) of this
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subsection (1) since the time of such election, and who may
thereafter elect to become a member of the retirement
system.

{2) In order to be eligible for active membership, any
person described in subsection (1) must:

{a) be employed in the capacity prescribed for his
eligibility for at least 30 days in any fiscal year; and

(b) have the compensation for his creditable service
totally paid by an employer as defined herein,

(3) {a) A substitute teacher:

(i) may elect to become an active member of the
retirement system on the first day of employment 1in any
fiscal year; or

{ii) shall become an active member of the retirement
system on the 31st day of employment in any fiscal year if
he has not elected membership under subsection (2)}{a){(i).

{b) The emplover shall give written notification to a
substitute teacher on his first day of employment in any
fiscal year of his option to elect membership under
subsection ({3})}(a){i).

(4) A substitute teacher who did not elect membersnip

under subsection ({3}(a){i) and subseguently becomes a member

must be awarded creditable service for his substitute

teaching service if he contributes:

{a) an amount egqual to the combined employee and

-8-
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employer contributions that would have been made if he had

elected membership; plus

(b} interest at the rate the contributions would have

earned if they had been on deposit with the retirement

system,

f4§L§l At any time a person's eligibility to become a
member of the retirement system is in doubt, the retirement
board shall determine his eligibility for membership. All
persons in similar circumstances shall be treated alike.™

Section 3. Section 19-4-401, MCA, is amended to read:

"19-4-401. Creditable service. (1) The creditable
service of a member begins on the date of his employment in
a capacity prescribed for his eligibility in 19-4-302 and
accumulates to the member's credit on the basis of the
retirement board's policy governing creditable service.

{2} The creditable service of a member includes the
following:

{a) each vyear of service for which contributions to
the retirement system were deducted from his cocmpensation
under the provisions of Chapter 87, Laws of 1937, Chapter
215, Laws of 1938, this chapter, and their subsequent
amendments, except that no credit may be awarded for those
years of service for which the contributions have been
withdrawn and not replaced;

(b} any service awarded by a prior service certificate
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issued urnder the provisions of Chapter 87, Laws of 1937,
Chapter 215, Laws of 1939, and their subsequent amendments
or under the provisions of 19-4-406;

{c) any out-of-state employment service awarded by the
retirement board under the provisions of 19-4-402;

(d) any service awarded for employment while on leave
under 19-4-403;

{e) any service in the military, red cross, or
merchant marine awarded by the retirement board under
19-4-404;

(f) any employment service awarded by the retirement
board under the provisions of 19-4-408;

(g) any service awarded by the retirement board for
extension service employment under 19-4-410; and

(h} any service awarded for absence due to
employment-related injury under 19-4-411.

{(3) The retirement board's determination of creditable
service under this section is final and conclusive for the
purposes of the retirement system unless, at any time, the
board discovers an error or fraud in the establishment of
creditable service, 1in which case the board shall
redetermine the creditable service.

(4) For a member completing only part-time service

during the qualifying period, the first full year's teaching

salary used to calculate the cost to purchase creditable

_10_



10

11

12

13

14

15

16

17

18

15

20

21

22

23

24

25

LC 0140/01

service is the salary that he would have earned if his first

year part~time salary had been full-time."

Section 4. section 19-4-1001, MCA, is amended to read:

"19-4-1001. Allowances for death of member, (1) If a
member dies before retirement, his accumulated contributions
shall be paid to his estate or such person as he may have
nominated by a written designation filed with the retirement
board pricr to his death in the manner prescribed by the
board.

{2) (a) In lieu of benefits provided for in subsecticn
(1), if the deceased member gualified by reason of service
for a retirement benefit, the beneficiary nominated by the
deceased member may elect to receive a monthly life annuity.
The monthly life annuity shall be determined as prescribed
in  15-4-8027; 19-4-804(1)y and section 5, Chapter 549, Laws
OoF 1381, in the same manner as if the member elected option
A provided for in 19-4-702(2)(a).

{b} In the event payments made to an annuitant do not
equal the amount of the member's accumulated contributions
prior to the annuitant's death, the difference between the
total annuity payments made and the amount of the
accumulated contributions shall be paid to the beneficiary,.

{3} If the deceased member had 5 or more years of
creditable service and was an active member in the state of

Montana within 1 year prior to his death, a lump-sum death
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benefit of $500 is payable to his designated beneficiary.

(4) If =a deceased member had 5 or more years of
creditable service and was an active member in the state of
Montana within 1 year prior to his death, the sum of $i84
$200 per month shall be paid to each minor child of the
deceased member until such child reaches his 18th birthday."

Section 5. section 19-4-1002, MCA, is amended to read:

"19-4-1002. Payments upon death of retiree. (1) In the
event of the death of a member after retirement, a death
benefit of $500 is payable to his designated beneficiary.

(2) 1In the event payments made to an annuitant do not
equal the amount of the member's accumulated contributions
prior to the annuitant's death, the difference between the
total retirement allowance paid and the amount of the
accumulated contributions shall be paid to the beneficiary.

{3) 1f a deceased member had 5 or more years of
creditable service and was retired at the time of his death,
the sum of $3688 $200 per month shall be paid to each mincr
child of the deceased member until such child reaches his

18th birthday."

NEW SECTION. Section 8. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

[this act].

NEW SECTION. Section 7. Applicability. [Sections 3(4)

-12~
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and 4] apply to minor children receiving benefits under
19-4-1001 and 19-4-1002 on or after July 1, 1989,

NEW SECTION. Section 8. Effective date. [This act] is
effective July 1, 1989.

-End-
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APPROVED BY COMMITTEE
ON STATE ADMINISTRATION

&JC BILL NO. 3/‘/
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INTRODUCED@Y
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A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE

RETIREMENT BOARD

LAWS RELATING TO THE TEACHERS' RETIREMENT SYSTEM; CLARIFYING
THE DEFINITION OF "EARNED COMPENSATION" TO INCLUDE AMOUNTS
PAID UNDER CAFETERIA PLANS; ALLOWING SUBSTITUTE TEACHERS TO
QUALIFY SUBSTITUTE SERVICE; CLARIFYING AND DEFINING THE
FIRST FULL YEAR'S TEACHING SALARY USED IN THE CALCULATION OF
CREDITABLE SERVICE; CLARIFYING THE CALCULATION OF SURVIVOR
BENEFITS; INCREASING THE MINOR CHILD BENEFIT FROM S100 TO
$200 A MONTH; AMENDING SECTIONS 19-4-101, 19-4-302,
19-4-401, 19-4-1001, AND 19-4-1002, MCA; AND PROVIDING AN

AFPPLICABILITY DATE AND AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 19-4-101, MCA, is amended to read:

"19-4-101. Definitions. As used in this chapter,

unless the context clearly indicates otherwise, the
following definitions apply:
(1) "Accumulated contributions" means the sum of all

the amocunts deducted from the compensation of a member or
paid by a member and credited to his individual account in

the annuity savings fund, together with interest. Regular
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interest shall be computed and allowed to provide a benefit
at the time of retirement.

(2) "Actuarial equivalent" means a benefit of equal
value when computed, with regular interest, on the basis of
the 1971 Group Annuity Mortality Table, with ages set back 4
years and an interest rate of 8% compounded annually.

(3} "Annuity" means the payments made to a beneficiary
for life which are derived from a member's accumulated
contributiens.

(4) “Annuity reserve” means the present value of all
payments to be made on account of a member's annuity
computed, with reqular interest, on the basis of the
mortality tables adopted by the retirement board.

{5) (a) "Average final compensation" means the average
of the earned compensation of a member during the 3
consecutive years of full-time service which vyield the
highest average and on which contributions have been made as
required by 15-4-602. If the earned compensation includes
any termination pay, the member shall select one of the
fellowing options:

(i) use the total termination pay in the calculation
of the average final compensaticon, The member and the
employer shall pay su¢h contributions to the retirenent
system as are determined by the board to adequately

compensate the system for the additional retirement benefit.
SECOND READING

HB3i4
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The contributions must be made at the time the terminaticn
pay is received.

(ii) use a yearly amount of terminaticon pay added to
each of the 3 consecutive years' salary used in the
calculation of the average final compensation, if the member
has 4 or more years of service with the employer from which
the termination pay was received., The amount of =3uch
compensation used in the calculation of average £inal
conpensation must be divided by the total number of years of
creditable service to determine a yearly amount. The member
and the employer must pay contributions on the termination
pay according to the rates provided for in 19-4-602(1) and
19-4-605(1).

[1ii) exclude the termination pay from the average
final compensation. No contribution is required of either
the employer or member,

(b} For purposes of this subsection, termination pay
includes any form of termination pay or any lump-sum payment
for deferred compensation, sick leave, or accumulated
vacation credit, or any other payment for time not worked
other than compensation received while on sick leave or
authorized leave of absence.

{6) “Beneficiary” means a person in receipt of a
pension, annuity, retirement allowance, or other benefit

provided by the retirement system.
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{7) "Creditable service" is that service defined by
19-4-401.

{8) “Barned compensation" means the full compensation,

pay, or salary actually paid to a member and reported to the
retirement system, including amounts paid under a salary
reduction agreement to, a cafeteria plan, a tax sheltered
annuity er, a deferred compensation program, and the value
of any housing provided by the employer. The employer shall
fix the wvalue of any housing provided. The term does not
include any other amounts paid in kind or fringe benefits
not actually paid to a member. The earned compensation of a
member who had less than 3 consecutive vyears of full-time
service during the 5 years preceding his retirement is the
compensation, pay, or salary which he would have earned had
his part-time service been full-time service. The earned
compensation of a member who 1s awarded a disability
retirement allowance prior to the completion of a full year
is the compensation, pay, or salary which he would have
received had he completed the full year, except that any
termination pay, as defined in subsection ({5)(b), received
by the member is limited to the amount actually paid and is
not the amount he would have earned had he completed the
Eull year.

{9) "Employer" mcans the state of Montana, the

trustees of a district, o1 any other agency or subdivision

_4_
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of the state which employs a person who is designated a
member of the retirement system.

(10) "Full-time service" means service which is
Full-time and which extends over a normal academic year of
at least 9 months. With respect to those members employed by
the office of the superintendent of public instruction, any
other state agency or institution, or the office of a county
superintendent, "full-time service" means service which is
full-time and which totals at least 9 months in any one
year.

{11) "Member"” means a person who has an individual
account in the annuity savings fund. An active member is a
person included under the provisions of 19-4-302. An
inactive member is a person included under the provisions of
19-4-303,

(12) "Part-time service" means service which is less
than full-time or which totals less than 9 months in any one
year. Part-time service shall be credited in the propertion
that the actual time worked bears to full-time service.

(13} "Pension" means the payments made to a beneficiary
for life which are paid out of the pension accumulaticn
fund.

{14) "Pension reserve" means the present value of all
payments to be made on account of a pension computed, with

regular interest, on the basis of the mortality tables
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adopted by the retirement board.

(15) "Prior service" means employment of the same
nature as service defined in subsection {20) of this section
but rendered before September 1, 1937.

{16) "Regular interest"™ means interest at 4% per annum
compounded annually or at such cther rate as may be set by
the retirement board in accordance with 19-4-501(2).

{17) "Retirement allowance" means the annuity plus the
pension,

{18) "Retirement board" means the retirement system's
governing board provided for in 2-15-1010.

{19) "Retirement system"” means the teachers' retirement
system of the state of Montana provided far in 19-4-102.

(20} "Service" means the performance of such
instructional duties or related activities as would entitle
the persen to active membership in the retirement system

under the provisions of 19-4-302."

Section 2. Ssection 19-4-302, MCA, is amended to read:

"19-4-302., Active membership. (1) Unless otherwise
provided by this chapter, the following persons must be
active members of the retirement system, with the exception
that those persons who became eligible for membership on
September L1, 1937, or on September 1, 1939, and who elected
not to become members under the provisions of the law at

that time are not required to bhe members:
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(a) any person who is a teacher, principal, or
district superintendent as defined in 20-1-101;

(b) any person who is an administrative officer or a
member of the instructional or scientific staff of:

{i} a vocational-technical center; or

{ii) a unit of the Montana university system and who
has not elected to participate in the optional retirement
pregram under Title 19, chapter 21;

(c) any person employed as a speech therapist, school
nurse, or school psycholagist or in an instructional
services capacity by the office of the superintendent of
public instruction, the office of a county superintendent, a
special education cooperative, a public institution of the
state of Montana, the Montana state school for the deaf and
blind, or a school district;

(d) any person who is an administrative officer or a
member of the instructional staff of the board of public
education;

{e) any person who has elected not to become a member
of the retirement system and is reentering service in a
capacity prescribed by (a)., (b}, {(c), or {(d) of this
subsection (1});:

(£) any person who has elected not to become a member
of the retirement system, who has been continucusly employed

in a capacity prescribed by (a), (b), (c), or (d) of this
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subsection (1) since the time of such election, and who may
thereafter elect to become a member of the retirement
system.

(2) In order to be eligible for active membership, any
person described in subsection (1) must:

(a) be employed in the capacity prescribed for his
eligibility for at least 30 days in any fiscal year; and

{(b) have the compensarion for his creditable service
totally paid by an employer as defined herein.

(3) (a) A substitute teacher:

{i} may elect to become an active member of the
retirement system on the first day of employment in any
fiscal year; or

{ii) shall become an active member of the retirement
system on the 31st day of employment in any fiscal year if
he has not elected membership under subsection (3)(a){i).

(b) The employer shall give written notification to a
substitute teacher on his first day of employment in any
fiscal year of his option to elect membership under
subsection (3)({a)(i}.

(4) A substitute teacher who did not elect membership

under subsection (3)(a)(i) and subsequently becomes a member

must be awarded creditable service for his substitute

teaching service if he contributes:

ta) an amount equal to the combined employee and

-8-
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employer contributions that would have been made if he had

elected membership; plus

{b) interest at the rate the contributions would have

earned if they had been on deposit with the retirement

system.

t4¥(5) At any time a person’'s eligibility to become a
member of the retirement system is in doubt, the retirement
board shall determine his eligibility for membership. All
persocons in similar circumstances shall be treated alike."

Section 3. Section 19-4-401, MCA, is amended to read:

"19-4-401. C(Creditable service. (1) The creditable
service of a member begins on the date of his employment in
a capacity prescribed for his eligibility in 19-4-302 and
accumulates to the member's credit on the basis of the
retirement board's policy governing creditable service.

{2) The creditable service of a member includes the
following:

(a) each year of service for which contributions to
the retirement system were deducted from his compensation
under the provisions of Chapter 87, Laws of 1937, Chapter
215, Laws of 1939, this chapter, and their subseguent
amendments, except that no credit may be awarded for those
years of service for which the contributions have been

withdrawn and not replaced;

(b} any service awarded by a prior service certificate
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issued under the provisions of Chapter 87, Laws of 1937,
Chapter 215, Laws of 1939, and their subsequent amendments
or under the provisions of 19-4-406;

{c) any out-of-state employment service awarded by the
retirement board under the provisions of 19-4-402;

(d) any service awarded for employment while an leave
under 19-4-403;

{e} any service in the military, red cross, or
merchant marine awarded by the retirement board under
19-4-404;

{E) any employment service awarded by the retirement
board under the provisions of 19-4-408;

{g) any service awarded by the retirement board for
extension service employment under 19-4-410; and

(h) any service awarded far absence due to
employment-related injury under 19-4-411.

{3) The retirement bcoard's determination of creditable
service under this section is final and conclusive for the
purposes of the retirement system unless, at any time, the
board discovers an error or fraud in the establishment of
creditable service, in which case the board shall

redetermine the creditable service.

{4) For a member completing only part-time service

during the qualifying period, the first full year's teaching

salary used to calculate the c¢ost to purchase creditable

-10-
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service is the salary that he would have earned if his first

year part-time salary had been full-time."

Section 4. Section 19-4~1001, MCA, is amended to read:

"19-4-10¢1. Allowances for death of member. (1) If a
member dies before retirement, his accumulated contributions
shall be paid to his estate or such person as he may have
nominated by a written designation filed with the retirement
board prior to his death in the manner prescribed by the
board.

(2) (a) In lieu cof benefits provided for in subsection
(1), if the deceased member qualified by reason of service
fcr a retirement benefit, the beneficiary nominated by the
deceased member may elect to receive a monthly life annuity.
The monthly life annuity shail be determined as prescribed
in 13-4-8627 19-4-804(1)7 and section 5, Chapter 549, Laws
cof 1981, in the same manner as if the member elected option
A provided for in 19-4-702(2)(a).

(b) In the event payments made to an annuitant do not
equal the amount of the member's accumulated contributions
prior to the annuitant's death, the difference between the
total annuity payments made and the amount of the
accumulated contributions shall be paid to the beneficiary.

(33} If the deceased member had 5 or more years of
creditable service and was an active member in the state of

Montana within 1 year prior to his death, a lump-sum death

-11-

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 0140701

benefit of $500 is payable to his designated beneficlary.

(4) If a deceased member had 5 or more years of
creditable service and was an active member in the state of
Montana within 1 year prior to his death, the sum of 568
$200 per month shall be paid to each wminor child of the
deceased member until such child reaches his 18th birthday.”

Section 5. Section 19-4-1002, MCA, is amended to read:

“19-4-1002. Payments upon death of retiree. (1) In the
event of the death of a member after retirement, a death
benefit of $500 is payable to his designated beneficiary.

{2) In the event payments made to an annuitant do not
equal the amount of the member's accumulated contributions
prior to the annuitant's death, the difference between the
total retirement allowance paid and the amount of the
accumulated contributions shall be paid to the beneficiary.

(3) If a deceased member had 5 or more years of
creditable service and was retired at the time of his death,
the sum of §386 $200 per month shall be paid to each minor
child of the deceased member until such child reaches his
18th birthday."

NEW SECTION. Section 6. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of
fthis act].

nNEW SECTION. Section 7. Applicability. [Sections 3(4)

_12_
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and 4] apply to minor children receiving benefits under

19-4-1001 and 19-4-1002 on or after July 1, 1989.

NEW SECTION. Section B. Effective date. [This act] is

effective July 1, 1989,

-End-
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&Jl BILL NO. 3/‘/

Lilorins (2l

INTRODUCED@

( IEEB In BY REQ

A BILL FOR AN ACT ENTITLED: "“AN ACT GENERALLY REVISING THE

hd
T OF THE TEACHE RETIREMENT BOARD

LAWS RELATING TO THE TEACHERS' RETIREMENT SYSTEM; CLARIFYING
THE DEFINITION OF "EARNED COMPENSATION" TO INCLUDE AMOUNTS
PAID UNDER CAFETERIA PLANS; ALLOWING SUBSTITUTE TEACHERS TO
QUALIFY SUBSTITUTE SERVICE; CLARIFYING AND DEFINING THE
FIRST FULL YEAR'S TEACREING SALARY USED IN TEE CALCULATION OF
CREDITABLE SERVICE; CLARIFYING THE CALCULATION OF SURVIVOR
BENEFITS; INCREASING THE MINOR CHILD BENEFIT FROM $100 TO
$200 A MONTH; AMENDING SECTIONS 19-4-101, 19-4-302,
19-4-401, 19-4-1001, AND 19-4-1002, MCA; AND PROVIDING AN

APPLICABILITY DATE AND AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 19-4-101, MCA, is amended to read:
“19-4-101. Definitions, a5 used in this chapter,

unless the context clearly indicates otherwise, the

following definitions apply:
(1) “Accumulated contributions" means the sum of all
the amounts deducted from the compensation of a member or

paid by a member and credited to his individual account in

the annuity savings fund, together with interest. Regular
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interest shall be computed and allowed to provide a benefit
at the time of retirement.

{2) "Actuarial equivalent”™ means a benefit of equal
value when computed, with regular interest, on the basis of
the 1971 Group Annuity Mortality Table, with ages set back 4
years and an interest rate of 8% compounded annually.

{3) "annuity" means the payments made to a beneficiary
for life which are derived from a member's accumulated
contributions.

(4) MAnnuity reserve" means the present value of all
payments to be made on account of a member's annuity
computed, with reqular interest, on the basis of the
mortality tables adopted by the retirement board.

(5} (a) "Average final compensation” means the average
of the earned compensation of a member during the 3
consecutive years of full-time service which yield the
highest average and on which contributions have been made as
required by 19-4-602. If the earned compensation 1includes
any termination pay, the member shall select one of the
following options:

(i) use the total termination pay in the calculation
of the average final compensation. The member and the
employer shall pay such contributions to the retirement
system as are determined by the board to adequately

compensate the system for the additional retirement benefit.

THIRD READING

HB 31y
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The contributions must be made at the time the termination
pay is received.

{11) use a yearly amount of termination pay added to
each of the 3 consecutive vyears' salary used in the
calculation of the average final compensation, if the member
has 4 or more years of service with the employer from which
the terminaticn pay was received. The amount of sueh
compensation used in the calculation of average final
compensation must be divided by the total number of years of
creditable service to determine a yearly amount. The member
and the employer must pay contributions on the termination
pay according to the rates provided for in 19-4-602(1) and
19-4-605{1).

{iil) exclude the termination pay from the average
final compensation. No contribution is required of either
the employer or member.

kb) For purposes of this subsection, termination pay
includes any form of termination pay or any lump-sum payment
for deferred compensation, sick leave, or accumuiated
vacation credit, or any other payment for time not worked
other than compensation received while on sick leave or
authorized leave of absence.

{6) "Beneficiary" means a person in receipt of a
pension, annuity, retirement allowance, or other benefit

provided by the retirement system,
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{(7) “Creditable service" is that service defined by
19-4-401.

{8) "Earned compensation” means the full compensation,
pay, or salary actually paid to a member and reported to the
retirement system, including amounts paid under a salary

reduction agreement te, a cafeteria plan, a tax sheltered

annuity er, a deferred compensation program, and the value
of any housing provided by the employer. The employer shall
fix the wvalue of any housing provided. The term does not
include any other amounts paid in kind or fringe benefits
not actually paid to a member. The earned compensation of a
member who had less than 3 consecutive years of full-time
service during the 5 years preceding his retirement is the
compensation, pay, or salary which he would have earned had
his part-time service been full-time service. The earned
compensation of a member who 1s awarded a disability
retirement allowance prior to the completion of a full year
is the compensation, pay, or salary which he would have
received had he completed the full year, except that any
termination pay, as defined in subsection (5)(b), received
by the member is limited to the amount actually paid and is
not the amount he would have earned had he completed the
full year.

{9} "Employer" means the state of Montana, the

trustees of a district, or any other agency or subdivision
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of the state which employs a person who is designated a
member of the retirement system.

{10) "Full-time service" means service which is
full-time and which extends over a normal academic year of
at least 9 months. With respect to those members employed by
the office of the superintendent of public instruction, any
other state agency or institution, or the office of a county
superintendent, "full-time service" means service which is
Full-time and which totals at least 9 months in any one
year.

{11) "Member"™ means a person who has an individual
account in the annuity savings fund. An active member is a
person jncluded under the provisions of 19-4-302. An
inactive member is a person included under the provisions of
19-4-303,

{12) "Part-time service" means service which is less
than full-time or which totals less than 9 months in any one
year. Part-time service shall be credited in the proportion
that the actual time worked bears to full-time service.

(11) "Pension" means the payments made to a beneficiary
for life which are paid out of the pension accumulation
fund.

({14) "Pension reserve" means the present value of all
payments to be made on account of a pension computed, with

regular interest, on the basis of the mortality tables
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adopted by the retirement board.

{15) "Prior service"” means employment of the same
nature as service defined in subsection (20) of this section
but rendered before September 1, 1937.

{1l6) "Regular interest” means interest at 4% per annum
compounded annually or at such other rate as may be set by
the retirement becard in accordance with 19-4-501(2).

{17) "Retirement alleowance" means the annuity plus the
pension,

(18) "Retirement board" means the retirement system's
governing board provided for in 2-15-1010.

(19) "Retirement system" means the teachers' retirement
system of the state of Montana provided for in 19-4—102;

{20) "Service" means the performance of such
instructional duties or related activities as would entitle

the person to active membership in the retirement system

under the provisions of 19-4-302."

Section 2. Section 19-4-302, MCA, is amended to read:

*19-4-302. Active membership. (1) Unless otherwise
provided by this chapter, the following persons must be
active members of the retirement system, with the exception
that those persons who became eligible for membership on
September 1, 1937, or on September 1, 1939, and who elected
not to become members under the provisions of the law at

that time are not required to be members:
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(a) any person whé 1is a teacher, principal., or
district superintendent as defined in 20-1-101;

{b) any person whe is an administrative officer or a
membe} of the instructional or scientific staff of:

{i) a vocational-technical center; or

{ii) a wunit of the Montana university system and who
has not elected to participate in the optional retirement
program under Title 19, chapter 21;

(c) any person employed as a speech therapist, school
nurse, or school psychologist or in an instructional
services capacity by the office of the superintendent of
public instruction, the office of a county superintendent, a
special education cooperative, a public institution of the
state of Montana, the Montana state school for the deaf and
bklind, or a school district;

{d) any perscn who is an administrative officer or a
member of the instructional staff of the board of public
education;

{e} any person who has elected not to become a member
of the retirement system and 1is reentering service in a
capacity prescribed by (a), (b), (c), or (d} of this
subsection (1):

{£}) any person who has elected not to become a member
of the retirement system, who has been continuously employed

in a capacity 'prescribed by (a), (b), (c), or (d) of this

-7_

10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24
25

LC 0l40/01

subsection {1) since the time of such election, and who may
thereafter elect to become a member of the retirement
system.

{2) In order to be eligible for active membership, any
perscn described in subsection (1) must:

fa) be employed 1in the capacity prescribed for his
eligibility for at least 30 days in any fiscal year; and

(b) have the compensation for his creditable service
totally paid by an employer as defined herein.

(3) {(a) A substitute teacher:

{i) may elect to become an active member of the
retirement system on the first day of employment in any
fiscal year; or

{ii) shall become an active member of the retirement
system on the 3lst day of employment in any fiscal year if
he has not elected membership under subsection (3){a)(i)-

(b} The employer shall give written notification to a
substitute teacher on his first day of employment in any
fisecal year of his option to elect membership under
subsection {3)(a)(i}).

{4) A substitute teacher who did not elect membership

under subsection (3)(a){i) and subsequently becomes a member

must be awarded creditable service for his substitute

teaching service if he contributes:

(a) an amount equal to the combined employee and
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employer contributions that would have been made if he had

elected membership; plus

{b) interest at the rate the contributions would have

earned if they had been on deposit with the retirement

system.

t4¥(5) At any time a person's eligibility to become a
member oFf the retirement system is in doubt, the retirement
board shall determine his eligibility for membership. All
persons in similar circumstances shall be treated alike."

Section 3. section 19-4-401, MCA, is amended to read:

"19-4-401. Creditable service. (1) The creditable
service of a member begins on the date of his employment in
a capacity prescribed for his eligibility in 19-4-302 and
accumulates to the member's credit on the basis of the
retirement board’'s policy governing creditable service.

(2) The creditable service of a member includes the
following:

(a) each vyear of service for which contributions to
the retirement system were deducted Erom his compensation
under the provisions of Chapter 87, Laws of 1937, Chapter
215, Laws of 1939, this chapter, and their subsequent
amendments, except that no credit may be awarded for those
years of service for which the contributions have been
withdrawn and not replaced;

(b) any service awarded by a prior service certificate
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issued under the provisions of Chapter 87, Laws of 1937,
Chapter 215, Laws of 1939, and their subsequent amendments
or under the provisions of 19-4-406;

(c) any out-of-state employment service awarded by the
retirement board under the provisions of 19-4-402;

(d) any service awarded for employment while on leave
under 19-4-403;

(e} any service in the military, red cross, or
merchant marine awarded by the retirement board under
19-4-404;

(£} any employment service awarded by the retirement
board under the provisions of 19-4-408;

(g) any service awarded by the retirement board for
extension service employment under 19-4-410; and

{(h) any service awarded for absence due to
employment~related injury under 19-4-411.

{3) The retirement board's determination of creditable
service under this section is final and conclusive for the
purposes of the retirement system unless, at any time, the
board discovers an error or fraud in the establishment of
creditable service, 1in which case the board shall
redetermine the creditable service.

{4) For a member completing only part-time service

during the gualifying period, the first full year's teaching

salary used to calculate the cost to purchase creditable
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service is the salary that he would have earned if his first

year part-time salary had been Eull-time."

Section 4, Section 19-4-1001, MCA, is amended to read:

“19-4-1001. Allowances for death of member. (1) If a
member dies before retirement, his accumulated contributions
shall be paid to his estate or such person as he may have
nominated by a written designation filed with the retirement
board prior to his death in the manner prescribed by the
board.

{2) (a) In lieu of benefits provided for in subsection
(1), if the deceased member gualified by reason of service
for a retirement benefit, the beneficiary nominated by the
deceased member may elect to receive a monthly life annuity.
The monthly life annuity shall be determined as prescribed
in 19-4-8627 19-4-804(1)r and section 5, Chapter 549, Laws
of 1981, in the same manner as if the member elected option
A provided for in 19-4-702{2){a).

(b} In the event payments made to an annuitant do not
equal the amount of the member's accumulated contributions
prior to the annuitant's death, the difference between the
total annuity payments made and the amount of the
accumulated contributions shall be paid to the beneficiary.

(3) If the deceased member had 5 or more vyears of
creditable service and was an active member in the state of

Montana within 1 year prior to his death, a lump-sum death
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benefit of $500 is payable to his designated beneficiary.

{4}y If a deceased member had 5 or more years of
creditable service and was an active member in the state of
Montana within 1 year prior to his death, the sum of $i68¢
$200 per month shall be paid to each minor child of the
deceased member until such child reaches his 18th birthday."

Section 8. section 19-4-1002, MCA, is amended to read:

"19-4-1002, Payments upon death of retiree. (1) In the
event of the death of a member after retirement, a death
benefit of $500 is payable to his designated beneficiary.

{2) 1In the event payments made to an annuitant do not
equal the amount of the member's accumulated contributions
prior to the annuitant's death, the difference between the
total retirement allowance paid and the amount of the
accumulated contributions shall be paid to the beneficiary.

(3} If a deceased member had 5 or more years of
creditable service and was retired at the time of his death,
the sum of $%06 $200 per month shall be paid to each minor
child of the deceased member until such child reaches his

18th birthday."

HNEW SECTION. Section 6. Bxtension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended tc the provisions of

[this act].

NEW SECTION. $Seection 7. Applicability. [Sections 3(4)}

_12_
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and 4] apply to minor children receiving benefits under
19-4-1001 and 19-4-1002 on or after July 1, 1989.

NEW SECTION. Section 8. Effective date. [This act] is
effective July 1, 1989.

-End-
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HOUSE BILL NO. 314
INTRODUCED BY R. NELSON, EUDAILY, PETERSON,
PECK, MOORE, BLAYLOCK, NATHE, WALKER

BY REQUEST OF THE TEACHERS' RETIREMENT BOARD

& BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE
LAWS RELATING TO THE TEACHERS' RETIREMENT SYSTEM: CLARIFYING
THE DEFINITION OF "EARNED COMPENSATION" TO INCLUDE AMOUNTS
PAID UNDER CAFETERIA PLANS; ALLOWING SUBSTITUTE TEACHERS TO
QUALIFY SUBSTITUTE SERVICE; CLARIFYING AND DEFPINING THE
FIRST FULL YEAR'S TEACHING SALARY USED IN THE CALCULATION OF
CREDPITABLE SERVICE; CLARIFYING THE CALCULATION OF SURVIVOR
BENEFITS:; INCREASING THE MINOR CHILD BENEFIT FROM $100 TO
$200 A MONTH; AMENDING SECTIONS 19-4-101, 19-4-302,
19-4-401, 19-4-1001, AND 19-4-1002, MCA; AND PROVIDING AN

APPLICABILITY DATE AND AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE QF THE STATE OF MONTANA:
Section 1. sSection 19-4-101, MCA, is amended to read:
»19-4-101, DeFinitions, As ugsed 1in this chapter,

unless the context clearly indicates otherwise, the

following definitions apply:
(1) "Accumulated contributions™ wmeans the sum of all
the amounts deducted from the compensation of a member or

paid - by a member and credited to his individual account in
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the annuity savings fund, together with interest. Regular
interest shall be computed and allowed to provide a benefit
at the time of retirement.

(2) "Actuarial equivalent” means a benefit of equal
value when computed, with regular interest, on the basis of
the 1971 Group Annuity Mortality Table, with ages set back 4
years and an interest rate of 8% compounded annually.

(3) "aAnnuity" means the payments made to a beneficiary
for life which are derived from a member's accumulated
contributions.

(4) "Annuity reserve” means the present value of all
payments to be made on account of a member's annuity
computed, with regular interest, on the basis of the
mortality tables adopted by the retirement board.

(5) [(a) "Average final compensation" means the average
of the earned compensation of a member during the 3
consecutive years of full-time service which yield the
highest average and on which contributions have been made as
required by 19-4-602, If the earned compensation includes
any termination pay, the member shall select one of the
following cptions:

(i) use the total termination pay in the <calculation
of the average final compensation. The member and the
employer shall pay aueh contributions to the retirement

system as are determined by the board to adequately

-a- HB 314

REFERENCE BILL



10
11
12
13
14
15
16
17
18
19
20
21
22

23

25

HB 0314/02

compensate the system for the additional retirement benefit,
The contributions must be made at the time the termination
pay 1ls received.

(il) use a yearly amcunt of termination pay added to
each of the 3 consecutive years' salary used in the
calculation of the average final compensation, if the member
has 4 or more years of service with the employer from which
the termination pay was received. The amount of sueh
compensation used in the calculation of average final
compensation must be divided by the total number of years of
creditable service to determine a yearly amount. The member
and the employer must pay contributions cocn the termination
pay according to the rates pravided for in 19-4-602(1) and
19-4-605(1).

(111) exciude the termination pay £rom the average
final compensation. No contributlion is required of either
the employer or member.

(b) For purposes of this subsection, terminaticn pay
includes any form of termination pay or any lump-sum payment
for deferred compensation, sick leave, or accumulated
vacation credit, or any other payment for time not worked
other than compensation received while on sick leave or

autharized leave of absence.

{6) "Beneficiary"” means a person in receipt of a
pension, annulty, retirement allowance, or other benefit
-3- HB 314
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provided by the retirement system.
(7) “Creditable service" is that service defined by
19-4-401.
(8) *“Earned compensation" means the Eull compensation,

pay, ©or salary actually paid to a member and reported to the
retirement system, including amounts paid under a salary
reduction agreement t&, a cafeteria plan, a tax sheltered
annuity er, a deferred compensation program, and the value
of any housing provided by the employer. The employer shall
fix the wvalue of any housing provided. The term dces not
include any other amounts paid in kind or £fringe bpenerlts
not  actually paid to a member. The earned compensation of a
member who had less than 3 consecutive years of full-Cime
service during the 5 years preceding his retirement is the
compensation, pay, or salary which he would have earned had
his part-time service been full-time service. The earned
compensation of a member who is awarded a disability
retitement allowance prior to the completion of a full year
is the compensation, pay, or salary which he would have
received had he completed the full year, except that any
termination pay, as defined in subsectioen (5)(b), . received
by the member is limited to the amount actually paid and is
not the amount he would have earned had he completed the

full year.

(9) "“Employer” means the state of Montana, the

_4- HB 314
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trustees of a district, or any other agency or subdivision
of the state which employs a person who is designated a
member of the retirement system.

(10) "Full~-time service" means service which is
full-time and which extends cover a normal academic year of
at least % months. With respect to those members employed by
the office of the superintendent of public instruction, any
other state agency or instituticn, or the office of a county
superintendent, "full-time service" means service which is
fuli-time and which totals at least 39 months 1in any one
year.

{11) "Member" means a perscn who has an individual
account in the annulity savings tund. An active member is a
person inciuded under the provisions of 19-4-302. An
inactive memberris a person included under the provisions of
19-4-303.

{12) “Part-time service" means service which 1is less
than full-time or which totals less than 9 months in any one
year. Part-time service shall be credited in the proportion
that the actual time worked bears to full-time service.

{13) "Pensicn" means the payments made to a beneficiary
for life which are paid out of the pension accumulation
tund.

(14) "pension reserve" means the present value of all

payments to be made on account of a pension c¢omputed, with
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regular interest, on the basis of the mortality tables
adopted by the retirement board.

{13) "Pricr service" means employment of the same
nature as service defined in subsecticon (20) of this section
but rendered before September 1, 1937.

(16} "Regular interest" means interest at 1% per annum

compounded annually or at such orher rate as may be set by

the retirement board in accordance with 19-4-301(2).

{i7) "Retirement allowance' means the annulity plus the
pensicn.

(1B8) "Retirement board" means the retirement system's

governing board provided for in 2-1%-1010.

(19) "Retirement system" means the teachers' retirement
system of the state of Montana provided for in 19-4-102.

(20) "Service" means the performance of sucn
instructicnal duties or relared activities as would entitle
the person to active membership in the retirement system
under the provisions of 19-4-302."

Section 2. Section 19-4-302, MCA, is amended to read:

"19-4-302. Active membership. (1) Unless otherwise
provided by this chapter, the following persons must be
active members of the retirement system, with the exception
that those persons who became eligible for membership on
September 1, 1237, or on September 1, 1939, and who elected

not te become members under the provisions of the law at
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that time are not required to be members:

{a} any perscn who 1i1s a teacher, principal, or
district superintendent as defined in 20-1-101;

{b)" any perscn who is an administrative officer or a
member of the instructional or scientifiec staff cf:

(i) a vocationai-technical center; or

{(ii) a wunit of the Montana university system and who
has not elected to participate in the optional retirement
program under Title 19, chapter 21;

(c) any person employed as a speech therapist, school
nurse, or school psychologist or in  an instructional
services capacity by the office of the superintendent of
public instruction, the office of a county superintendent, a
special education cooperative, a public institution of the
stare of Montana, the Montana state schocl for the deaf and
blind, or a school district;

(d) any perscn who is an administrative cfficer or a
member o¢f the 1nstructional staff of the board cf public
education;

(e) any person who has elected nut to become a  @ewber
of the retirement system and is reentering service in a
capacity prescribed by (a}, {b}, (c), or (d) of this
subsection (1);

(f) any person who has elected not to become a member

of the retirement system, who has been continuously employed
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in a capacity prescribed by (a), (b), (¢}, or (d) of this
subsection (1) since the time of such election, and who may
thereafter elect to become a member of the retirement
system.

{2y 1In order to be eligible for active membership, any
person described in subsection (1) must:

(a) be employed in the capacity prescribed for his
eligibility for at least 30 days in any fiscal year; and

(b) have the compensaticr for his c¢reditable service
totally paid by an employer as defined herein.

{3} {(a) A substitute teacher:

{i) may elect ¢tc become an active membe: SE the
retirement system on the firsct day of employment in  any
fiscal year; or

{ii) shall become an active memper of the retirement
system on the 3lst day of employment in any Eiscal year If
he has not elected membership under subsection (3)(a)(i).

(b) The employer shall give written rnctiflcation to a
substitute teacher on his first day of employment in any
flacas year of his option to elect membership under
subsection (3){a){i).

(4) A substitute teacher who did not elect membership

under subsection (3){(a)(i) and subsequently becomes a member

must _be awarded creditable service £for his  substitute

teaching service if he contributes:
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{a) an amount equal to the combined employee and

employer contributions that would have been made if he had

elected membership; plus

{b) interest at the rate the contributions would have

earned if they had been on deposit with the retirement

system,

t4}1(5) At any time a person's eligibility to become a
member of the retirement system is in doubt, the retirement
board shall determine his eligibility for membersnip. Aall
persons in similar circumstances shall be treated alike."

Section 3. section 19-4-401, MCA, is amended to read:

"19-4-401. Creditable service. (1) The creditable
service of a2 member begins on the date of his employment in
a capaclty prescribed for his eligibility in 19-4-302 and
accumulactes to the member's credit on the basis of the
retirerent boaré's policy governing creditable service.

{2) The creditable service of a2 member includes the
following:

{a) each vyear of service for which contributicns to
the retirement system were deducted from hnis compensation
under the provisions of Chapter 87, Laws of 1937, Chapter
215, Laws of 1939, this chapter, and their subsequent
amendments, except that no credit may be awarded for those
years of service for which the contributions have been

withdrawn and not replaced;

-9- HB 314

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0314/02

{b) any service awarded by a prior service certificate
issued under the provisions of Chapter 87, Laws of 1937,
Chapter 215, Laws of 1339, and their subsequent amendments
or under the provisions of 19-4-406:

(c) any out-of-state employment service awarded by the
retirement board under the provisions of 19-4-102;

{d) any service awarded for employment while on leave
under 19-4-403;

(e) any service in the military, red cross, or
merchant marine awarded by the retlirement board under
16-4-404;

(f) any employment service awarded by <the rerirement
board under the provisions of 19-4-408;

{g) any service awarded by the retirement bocard for
exctension service employment under 195-4-310; and

(h) any service awarded Ecr absence due to
employment-related injury under 19-4-411.

{3) The retirement board's determinaticn of creditable
service under this section is final and conclusive for the
purposes of the retirement system unless, at any time, the
board discovers an error or fraud in the establishment of
creditable service, 1in which case the board shall

redetermine the creditable service.

(4) For a member completing anly part-time service

during the gualifying period, the first full year's teaching
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salary used tco calculate the cost to purchase creditable

service is the salary that he would have earned if his first

year part-time salary had been full-time."

Section 4. section 19-4-1001, MCA, is amended to read:

"19-4-1001. Allowances for death of member. (1) If a
member dies before retirement, his accumulated contributions
shall be paid to his estate or such person as he may have
nominated by a written designation filed with the retirement
board prior to his death in the manner prescribed by the
board.

(2) (a) In lieu of benefits provided for in subsection
(1), if the deceased member qualified by reascn of service
for a retirement benefit, the beneficlary nominated by the
deceased member may elect to recelive a monthly life annuity.
The monthly life annuity shall be determined as prescribed
in  $9-4-8827 19-4-804(1l)7 and section 5, Chapter 5495, Laws
of 1981, in the same manner as if the member elected optlon
A provided for in 19-3-702(2){a).

(b} In the event payments made to an annuitant do not
equai the amount of the member's accumulated contributions
prior to the annuitant's death, the difference between the
total annuity payments made and the amount of the
accumulated contributions shall be paid to the beneficiary.

{3) If the deceased menber had 5 or more years of

creditable service and was an active member in the state of
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Montana within 1 year prior to his death, a lump-sum death
benefit of $500 is payable to his designaced beneficliary.

(4) If a deceased member had 5 or more years of
creditable service and was an active member in the state of
Montana within 1 vyear prior te his death, the sum of $:86
$200 per month shall be paid to each minor c¢hild of the
deceased member until such child reaches his 18th birthday."

Section 5. Section 13-4-1002, MCa, is amended to read:

"16-4-1002. Payments upon death of retiree. (1) In the
event of the death of a member after retirement, a Jdeath
nenefit of $500 is payable to nis designated bene!. o iary.

(2) 1In the event payments made to an annulitaent do oot
equal the amount of the member's accumulated contributions
prior to the annuitant's death, the difference between the
total retirement allowance paid and cthe amount of the
accumulaced contributions shall be paid to the beneficiary.

(3} If a deceased member had 5 or more years of
creditable service and was retired at the time of his death,
the sum of $168 $200 per month shall be paid te each minor
cnild of the deceased member until such c¢hild reaches his
18th birthday."

NEW SECTION. Section 6. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

[this act].
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NEW SECTION. Section 7. Applicability. [Sections 3(4)
and 4] apply to minor «children receiving benefits under
19-4-1001 and 19-4-1002 on or after July 1, 1989,

NEW SECTION. Section 8 Effective date. [This acti is
effective July 1, 1389.

-End-
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